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I am pleased to provide you with a copy of California and the 
21st Century: Foundations for ~ Competitive Society. This three 
volume work represents the work of the Senate Select Committee on 
Long Rar.ge Policy Planning, its Task Forces, the participants of 
seven roundtable discussions and the staff of SRI International. 
I believe the reports describe the challenges which must be faced 
by the people of California if we are to continue to prosper and 
plan for the growth of California's economy. Sometimes, in the 
midst of an economic upswing, it is difficult to recognize the 
downward trends in key industries in California. Our reports 
describe those warning signals and suggest strategies to meet 
those challenges. 
The State of California must continue to make investments in its 
people, its infrastructure, and its environment. It also must 
nurture the entrepreneurial climate that has made California a 
leader in innovation. 
I would like to give special thanks to Celia Ballesteros, William 
DeMers, John Emerson, Joel Kotkir., Hal Kwalwasser, Melanie Lomax, 
and Andy Safir of the Editorial Board; Regis McKenna, Chair of 
the Industrial Competitiveness Task Force; Elinor Glenn, Chair of 
the Human Resources Task Force; Mary Nichols, Chair of the Public 
Sector Task Force; and Tim Wallace, Chair of the Agriculture Task 
Force for their work for the Select Committee. 
I also want to thank the other task force members and 
participants in the roundtables for their work. 
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of agriculture in the late 1970s and 
in part by inflationary pressures, has 
of inflation and increased dollar 
shared by lenders and farmers that 
values would hold up and u.s. supremacy in 
continue was shattered by the realities of 
conditions and development policies of 
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st rates. Major corporations gone into 
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system is the single st agricultural 
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products, rice and lemons. 
Figure 7 
LIFORNIA'S AGRICULTURAL EXPORTS 







of Food Agriculture 
, sales abroad jumped from $2.4 billion in 
to a high of $4.2 billion in 1981. Declining in subsequent 
F farm exports reqistered a level of $2.9 million in 1984. 
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a to the British consumer doubled, yet the 
almond farmer dropped. 11 
Figure 9 
CH.Nq::S OVER SIX YFJ\RS 
VALUE OF EXPORTED OOMMJDITIES m:>OOCED IN CALIFORNIA, 1979-84 
1979 1980 1981 1982 1983 1984 
- - - - - - Yalye in Tbous&?d Pollars - - - - - - - -
805,180 1,135,559 989,253 897 ,021 858,969 624,724 
286,952 429,817 307,324 236,287 243,167 315,473 
230,864 260,766 245,504 212,848 195,216 
106,429 177,094 204,749 194,153 241,732 217,621 
97,498 93,210 92,044 82,156 95,302 88,267 
165,110 283,145 315,844 218,242 72,908 115,491 
147,022 318,808 321,440 111,091 150 ,618 91,811 
109,012 91,762 86,695 91,004 75,512 99,836 
55,117 64,861 71,291 71,407 66,805 63,699 
62,513 75,372 73,986 59,906 53,209 42,303 
54,597 82,957 88,503 77,759 48,277 66,799 
38,366 50,633 54,212 47,723 19,642 ·so ,038 
50,521 43,782 50,648 45,169 40,076 36 ,637 
27,246 29,740 36,709 39,379 37,215 40,266 
,179 42,276 34,162 32,188 48,179 35,372 
30,766 42,277 38,905 37 ,986 46,388 42,418 
24,879 42,093 45,674 36 ,034 19,878 25,313 
20,901 28,497 42,448 29,754 28,754 44,811 
15,539 43,801 36,588 24,970 13,701 14,938 
,483 18,477 19,602 16,864 13,920 10,425 
,394 11,476 14,418 15,533 22,411 24,647 
14,174 13,052 16,081 14,907 17,449 33,353 
,109 16,374 U,953 21,228 28,676 29,818 
9,676 17,821 18,361 17,457 16,982 9,149 
9,311 13,278 14,591 13,181 11,924 22,534 
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, the average farm size 
average.. Most farms are 
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s 1. 4%) 
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of commodities and the range of sizes of California 
impossible to make credible generalizations 
commodity production, farm size, type of operation, 
9 acres 
c se at comparative data for farm 
sa s reveals that the number of farms smaller than 
shed during the same period that reports of farm 
grossing less than $5,000 annually increased by 28%. 
sis, parti ly when taken in conjunction with 
s showing conversion of rural land on the urban fringe into 
smal parcels intended primarily for residential use, suggests 
many of se small farms are not part of commercial 
14 However, small commercial farmers feel these 
compete with them for the local market. 15 
Profil California farm size by sales gives a picture of the 
e str ion in the State. The accompanying figure 
il rates the situation pertaining to dollar value of farm 
sa s percent of the total amount earned by farm 
sa s is registered by fewer than 1/5 of California's farmers. 
rse ss than 4% of the sales total is earned by 58,000 
70% of the number of farms, who each sell less 
$40,000 annually. While there is some economic 
s to 
in large farm operations, studies are inconclusive 
s impact on the farming community and general economy. 16 
Figure 10 
1982 Pro le: CALIFORNIA FARM SIZE, BY SALES 
Annual Number of % total % total of 
s farms all farms all sales 
5,000 34,384 41.2% .42% 
5,000-40,000 23,657 28.7% 3.04% 
40,000-100,000 8,677 10.5% 4.4% 
100,000-249,000 6,925 8.4% 8.6% 
250,000 plus 8,740 10.6% 83.2% 





































that are sa rant, resistant to sease or drought, 
to to herbicides are among potential 
current Other research 
of characteristics has 
Overseas, a consortium of scientific 
ltative Group of International Agricultural 
IAR) has developed a high-yield wheat, and more new 
s and technology are expected to influence 
. d 1 . . 20 1n eve op1ng countr1es. 
Not 1 of will yield readily applicable results nor 
11 sing products all be available at once. 
However, the face of farming is likely to be radically altered by 
ies and discoveries. Yield increases can be 
new varieties of commodities introduced, and the 
1 for lessening environmental problems through 
of b logically engineered organisms for the present 
of ltural chemicals exists. 
FEDERAL POLICIES AND THEIR IMPACT 
a 
is significantly affected by federal policies both 
Farm price support programs affect only 
(wheat, corn, cotton, and milk). The federal 
to California farmers in 1983 for these crop supports and 
, including conservation, rural clean water 
sistance, Payment-in-Kind program, was only $372.3 
out of a national total of $9.2 billion. 21 The value of 
Ca production during that year was over $13.5 
as lly enacted in late 1985 which 
conversion of subsidized crop acreage to other 
have posed a problem for specialty crop growers. The 
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re f Am . 1' 23 o er1can supp 1es. 
are caused by federal requirements for 
commodities to be shipped on American flagships, which 
adds to cargo costs, and international development aid programs 
farming experts assist developing nations with 
production which may end up in competition with California 
was 
les 
, under the aegis of the US Agency for 
1 Development, an 
studying the 
for both fresh and 
American agribusiness consultant 
country's potential for fruits and 
24 processed markets. 
of federal water projects in California is significant, 
thousands of acres of farmland which it brought into 
flood control and water delivery and for the damage 
occurred from irrigation and drainage in the San 
Valley. 1984 reform of the Reclamation Act of 1902 
al 1 cause changes in farming as contract negotiations for 
Pre 
As 
r water take p 
1 
additional water supplies from expanded or new 
ects continue even as the Reagan administration 
local participation in financing construction. 
federal projects is a major component in the 
le of farming operations, both as a necessary input 
enhancement of the land values (i.e. land 
or no water is worth less.) 
depends on exports for 20-25% of its farm income, 
any significant decline in overseas activity hurts the 
industry. This is clearly indicated in a recent 




a loss of 00 000 j 
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The nature of 
of 
s. For 
scope of many 
cultivate 







attention has been given to California's trade 
and the difficulties of breaking into the 
largest importer of California agricultural 
1984) , Japan restricts the importation 
, nectarines, walnuts, and a variety of other 
barriers and subsidies which hurt 
have been identified by industry sources: 
subsidies of up to 40% of its lamb production which 
U.S. market; Italian, French, and West German 
of low-cost wines; Greek raisin subsidies, Australian 
restr ions on imports of California avocados, 
subs s of fig production which challenge the 
paste industry, and so on. 26 With the entry of 
Portugal into the European Economic Community this 
ssure on California agricultural exports is 
substantial problem emanates from United States' 
the Generalized System of Preferences (GSP} , 
authorized by the Trade Act of 1974 and expanded and 
the Trade and Tariff Act of 1984, which gives 
1 treatment to imports from developing countries. 
industrial growth in these developing nations, 
been burgeoning with the addition of agricultural 
inconsistency with the intentions of the 
GATT procedures, the requirements for protesting 
or getting commodity deletions are costly, 
to follow, and largely inapplicable to industry 
Yet, GSP advantage has been given to products which 
compete with California commodities, among them 
, cabbage, celery, cucumbers, garlic, walnuts, peppers, 
s, apricots, cherries, fig products, and melons. Tomatoes 
49 
from I may 
U.S.-Israel Free 
elimination of all 
Israel already 
in direct competition 






Basic Economic Recovery Act simi 1 enhance the production 







industry, different from that of most agricultural states but 
linked through its diversity with farm interests in states such 
as Texas and Florida, must be persistent in getting 
acknowledgment and consideration for its unique needs. 
CHANGING MARKETS 
Changing dietary preferences as new medical research and 
nutritional information develops has caused a shift away from 
some products which have been mainstays of the agricultural 
industry (from f and canned products to poultry and fresh 
fruits and vegetab 
units evolve into one 
instance.) Further, as more family 
constellations, dual parent 
employment and 
will be exhibited 
who live alone, an increasing interest 
easy-to-prepare or ready-to-eat foods. 
on 
t 
sed foods have cut 
vegetab s. Some 
Pressures from foreign 
into for 
domestic companies relocated abroad and are also competing 
directly with and ssors. The 
evolution of consumer preferences entry of foreign processors 
domest s re in a shrinkage 
in the canning processing industry. 
5 
7 84 company consol or c sure af 
a net ss of over 20,000 cannery jobs. 
a 30% 




and health concerns among educated 
an app research. The research 
system can uti ed conform 
and consumer s, 
s s, 
are amenable to current 
value-added coming out of 
processing industry is losing its 
research and development efforts are 
innovation in value-added products and innovation 
meet a changing market and economic demands, 
production agriculture, which supplies our basic 
to suffer. 
not neces 1 to the 
a foreign market may f 
fferent packaging, methods of 
or even taste. Wheat growers learned that the 
California red winter wheat meant 
preparation i sales were to 
from 
growth rates, ses 
opportunities specialty food 
lligence, research capabilities, 
have to lly exp 
overseas sales. 
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FARMING AS AN INTEGRATED SYSTEM 
The foregoing 









considerations are as inextricably linked as markets, yields, and 
technology to agricultural farm operations, affecting both the 
short term profitability and cost picture and the long term 
sustainability of farming~ 
The Land Base 
A study recently completed by the American Farmland Trust (AFT) 
shows that urban pressures for development in California have 
resulted in loss of some of the best soils the climatically 
blessed coast and coastal valleys, thus reducing the overall 
agricultural production potential of the State. The report also 
cites figures from the United States Soil Conservation Service 
showing a California loss of soil totaling 256 million tons 
annually from wind and water erosion throughout the State, an 
amount which would fit a cube measuring over 1/3 mile on each 
s , or enough to 11 1700 Houston Astrodomes. Erosion affects 
1.8 million acres of farmed croplands (about 
16% of the total) 7 mill acres of grazing (more than 
1/3 of the acreage.) 31 
At present the production of 
exceeds the But as 
convers of rich to 
continue, it becomes important to know 
the most ef 
farm operations 
sures 
near desirable urban areas 
is left and to ensure 
1 
In 1980, the State a of in every 
county. Administered by the Department of Conservation, the 
Farmland Mapping and Monitoring Program uses from the 
federal Soil Conservation 1 , which categorizes 
5 
ac to g 
Completion of the would 
1 c s f s 
in farmland 
priorities 
i of the rema~u~uy 
to inadequate staffing 
ss is further impeded by reliance on old 
ra1 
0 and local Resource 
u.s. Department of Interior's 






and gaps in 
1 interagency teams 
Drainage Program, a 
The State Department of 













































to assist farmers in crop and irrigation management 
lable from a variety of sources. The 
of Conservation and the Federal Soil Conservation 
have maps showing agricultural acreage, soil 
s, climate, and crops grown. Within the Department 
Water Resources, the Office of Water Conservation operates the 
Cal Irrigation Management Information System (CIMIS) • 
CIMIS, loped in cooperation with University of California 
Extension, integrates weather station information, 
1 type, and crop data to assist farmers with specific 
ion on water application rates and timing. The 
of Water Resources additionally collects and analyzes 
on groundwater levels and energy costs. 
in operation for a number of years, CIMIS only recently 
a few regional organizations covering only parts 
f the State to facilitate the transmission and use of the data 
to 1 rs. Farmers confronted with a multiplicity of data 
sources would benefit from coordination of available data and 
assistance obtaining the right kind of information. CIMIS is 
start 
era 
kind of information dispersal. 
st with respect to general farm management. In 
required by farmers, particularly in this 
sed agricultural prices and financial pressures, 
1 economists from the U.C. Cooperative Extension on 
s campus found that farmers, ranchers, lenders and 
lanners were hampered by the absence of timely, integrated 
col 
on farming and marketing economics. Even with the 
of seemingly disparate data at hand, many farm 
ether personnel dealing with farm economics are 
unequipped to coordinate the numbers and economic principles into 
wel lanned management approaches necessary to deal with 






































1 7 -76 1984-85 
Natural Resource 14.3% 12% 
2. Environmental Enhancement and 14.3% 11% 
4 
5. 
Capacity and Efficiency 27.3% 
of Domestic Plants and Animals 
Improvement and Marketing 9.5% 
of Plants and Animals 27.4% 










to the University Task Force, the goal of research in 
Capacity and Efficiency is an increase in productivity 
supply. The Task Force also notes the objective of 
Improvement and Marketing is the restraint of food prices 
consumer and assurance of nutritional quality, and product 
36 
change has occurred over the last decade in the 
1 distribution of funding among the seven program 
De trends which have been developing since the 
lining number of mid-sized farm operations, 
productivity, economic pressures on the food 
industry, environmental pressures), changes in funding 
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38 The usage 
f workers or 
Farmers allege, with some justification, that they are at a 
competitive disadvantage with commodities grown abroad without 
these restrictions. Various methods ensure that imported 
s meet the pesticide residue standards required of all 
products luding those of California origin. Shipper 
fication of pesticide residues can be required as an 
enforcement mechanism. Responsibility for inspection of imported 
commodities is dispersed through mutual agreement. among the 
1, state, and county governments. Sampling of imported 
s according to prescribed standards generally takes 
place at the point of entry by federal inspection officials. 
1 commissioners in the destination county have the 
but are not required to inspect products. State 
for pests consists of visual inspection for surface 
at State-line border stations. Sampling for pesticide 
res conforms to what is described as an "ongoing marketplace 
program," meaning what is being imported and purchased by 
consumers. In this effort, samples from commodities in wholesale 
as well as retail specialty markets may be tested. Where 
res ls exceed established tolerance levels, the products 
are traced through the marketing system and embargoed from 
39 sale. 
for plant health are also required as a protection 
industry. Recently the California Grape and Tree 
learned that the shift by the federal Animal and 
Plant Health Inspection Services from a two percent to a one 
two 
se 
ling method led to the arrival of fruits from France 
excessive levels of pear leaf blister moth. Although the 
preclearance inspection procedure has been 
, the question of the adequacy of the data base for 
' t ' 1 1 ' 4 O Th ' ' h . 1 . . ~nspec 1on eve rema~ns. 1s ~ssue as ~mp 1cat1ons 
standards of inspection followed for other fruits and 
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which may immediately 
through cumulative 
threaten 
costs due to increased 
are 
s nor prices 
of 
on food 
s than the 
consumer lar 
to 
met, but we are 
lity 





on of commodity production which would reduce dependence 
on use. 
I on non-point contamination of groundwater, staff 
Assembly Office of Research (AOR) determined that little 
existed between the University of California's 
I Pest Management (IPM) Program headquartered on the 
s campus, two Divisions of Biological Control in Berkeley 
, the University's Departments of Agricultural 
, and the U.C. Santa Cruz Agroecology Program which is 
the jurisdiction of the Division of Social Sciences at 
UCSC. Evaluating the pertinent u.c. Agricultural Research 
, AOR found that little IPM funding has gone to biological 
research. Of 30 research projects funded by the IPM 
1983, only one was conducted by the Division of 
B 1 Contro1. 43 
, none of the 18 members of the IPM Technical 
which identifies research needs and approves research 
1 f th D. ' ' 44 Th t' f th U C sa s was rom e 1v1s1on. e separa 10n o e .. 
Santa Cruz Acroecology Program out of the Division of Agriculture 
and Natural Resources further isolates its activities and impedes 
of its research into a composite body of information 
sses the issue of pest control with minimal chemical 
lementary systems of crop production management 
IPM, biological control, and agroecology could positively 
economics of farming. The interrelatedness of these 
methods should further be examined by the Departments of 
l Economics for their relevance and application to 
1 farming. With costs of farm production increasing and 
the 1 environmental contamination ever present, 
focus has to be placed on minimizing inputs for the 



































s and grower organizations expressed a need for 
the issues to the attention of the public and 
rating the need for better communication between 
sectors of the farming and non-farming public is the adversarial 
s often taken by factions in discussions on water and soil 
conse Proponents of drip irrigation as a farming 
re 
may be unaware of the leaching requirements of the 
1; conservation llage proposed for erosion control may 
trate loss to groundwater, making it less desirable 
circumstances than conventional tillage. Farmers 
1 production methods are unfamiliar with the 
s of operators who manage their farms with alternat.ive 
Consumers have little understanding of the 
between farm profits and food prices. Innovators, 
an audience and financing, face difficulties 
ing the efficacy of their ideas or practices on a scale 
enable wider adoption of techniques to improve 
ef iency. 
very diffuse nature of data collection, the complexity of 
information, and the multiple agency responsibility for 
involved in crop production underscores the difficulty of 
ensuring the dissemination of appropriate information to farmers. 
, newsletters, and other publications issued by public 
, commodity groups, membership organizations, and other 
all report on research, technology, or technical 
developments. Farmers would benefit from coordination and 



























, or new 
1 growth. Factors of population growth, demographics, 
amount and quality of agricultural land need to be 
future of water project planning could be 
accurate analyses of the future status of 
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POLICY RECOMMENDATIONS: Agriculture 
must take a more active role in supporting 
new or modified programs which help farmers meet 
and new economic developments. The State's public 
s should be an integral part of the effort, providing 
re , analysis, information and other educational programs, 
to coordinate meetings and conferences. 
access to management training and information which 
will farmers' capabilities as entrepreneurs as well as 
i success as s should be encouraged. 
As 1 government diminishes its funding of resource 
a 
POLICY 
signals its intent to reduce price 
for major commodities, it becomes imperative for 
a lead role in ensuring the 
the State's agriculture industry. The significance of 
s. 
further demands the State's attention, 
formulation of federal policy and trade 
A primary goal of the State's agricultural policy shall 
to enhance the domestic and international marketing of 
's and processed agricultural products. In 
of farm commodities, attention must continue to 
to the 80% of California's production which is sold 
1 
Give priority to applied 
state related agencies on the 
of new consumer products, new uses for commodities, 
technologies which will increase sales and enhance 
lity of California commodities. 
skills. Data 




















Develop a systematic method 
coordination and analysis of 
natural resource-related studies and research 
state and 1 agencies. Report annually 
the compilation of the resultant information 
ls management, irrigation practices, chemicals and 
af inage, groundwater problems and 
of farming. 
Implementation Recommendation #2: Support acceleration of 
s s on growing methods, including integrated pest management 
biological control, to decrease use of energy and chemicals, 
understanding of the ecology of the State's agriculture, 
of California farm operations. 




make available coordinated analyses of research 
to soils, cropping patterns, water content, and other 
re to decisions on irrigation systems and 
ltural practices which can minimize environmental 
ze agricultural entrepreneurship. 
improved communication and linkage between 
involved in California for greater policy 
Facilitate the development of 
producers including specialty crop 
meets regularly to advise the Legislature on 
agriculture issues. 
Sponsor under the State aegis 
and encourage communication 
1 s between policy-makers, production farmers, 
packers, technology interests, consumers, 
1 groups, and others with specific or general 
sts agriculture. 
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s, requiring the coordination of the State's trade 
State must also enhance the capabilities of its 
in an interdependent global society and 
's vo must be and c in the formulation of 
But we must not rely on federal export and 
to meet California's needs. Federal resources 
, but State should extend assistance 
1 gaps to California business interests. 
An lla pol with goals of promoting California's 
1 competitiveness and international role can give added 
to already in place and provide the framework 
s to improve our trade performance. 
AN OVERVIEW OF THE STATE'S TRADE 
the country's leading export state. A highly 
lled workforce, training and research 
among the finest in the nation, diverse 
manufacturing and agricultural industries, progressive and strong 
, and a location on the Pacific Coast with 
s are part of a sophisticated transportation 
which position California well for its 
s. 
n 98 more $38.5 billion in the State's business income 
revenues was generated by California trade; an additional 
economic act came from salaries for over 
export-related production and service 
the nation export-related manufacturing 
in California accounts for one out of every 
seven j s. The State's 1981 volume of $27.4 billion in export 































among the top ten American states in the 
products manufactured in 18 out of 20 major 
Furthermore, California is one of the top three 
states, sel abroad more than 20% of the 
and over 77% of the country's total exports 
t nuts and vegetables. 
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U.S. Dept of Commerce 
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le, California's traded products profile tends to 
resemble that of the United States. Imports to California are 
oriented toward consumer goods (TVs, VCRs, and other electronic 
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MOUNTING TRADE IMBALANCE 






Source: World Trade Commission 
Security Pacific 
are unaware of existing possibilities for 
and their own potential for international trade. 
sources es the number of firms in the United States 
potential ranges from 11,000 to 20,000. According to 
Commerce Department, less than 15% of all companies 
; one percent of all manufacturing firms (most 
of are on Fortune 500 list) account for 80% of the 
8 Extrapolating from the 11,000 nationwide figure given 
the General Accounting Office, the Executive Director of the 
World Trade Commission estimates at least 1,100 
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most of the State's trade 
machinery anc'l 
1 equipment and transportation 
up most of California's exports to Japan. 
, office machinery, electronic components and 
as motor vehicles and wearing apparel 
or Japan also absorbs 
State's farm exports 
1983 ranking, increasing its total trade 
California from $5.5 billion to $7.0 billion. As the 
trading partner in 1984, the island 
fornia $3.4 billion more than it bought, 
imbalance $1.2 billion over the previous 
s electrical machinery and equipment and 
consumer e s from California and exports wearing apparel, 
as luggage, and recreational products 
goods, b s and toys). 
trade with Korea grew from a slight surplus in 1983 to 
an in 1984. South Korea's export growth edged 
total trade with California, moving from its 
in 1983 to third in 1984. South Korea buys more 




substantial amounts of aircraft parts 
which relies heavily on foreign exchange to 
debt, sales to California include 
s, machinery, and wearing apparel. 
partners in California's top ten are 
and Malaysia. primary export from Hong 
an $800 Ilion California deficit, is wearing 
trade with Singapore, with a product profile 





























only European nation in the top ten, occupied 
1984. volume exports and imports 
the California trade deficit which climbed to 
Capital goods--mechanical machinery, electronic 
, instrumentation and transportation equipment--account 
















CALIFORNIA TRADE BY WORLD REGIONS 
1983 & 1984 
1984 Total: $86.1 billion 
1983 Total: $72.8 billion 
.36 .35 
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Source: World Trade Commission 
Security Pacific 
Canadian Consulate 
nations of the Asian-Pacific Rim will likely continue to have 
world's greatest rate of economic growth in the next decade. 





















Because of s as a creditor nation to Latin American 
as a country with a large trade deficit, the United 
States must with the World Bank and the International 
p 
p s are for economic recovery of 
California must monitor and influence those 
s the debt-ridden countries earn capital to 
own economy and repay their debts. Even under 
conditions, some nations need the raw 
fornia. Thus, the 
from California will be present even as 
Bra , Mexico, Venezuela and others establish and implement 
4 
debt repayment programs. 
other hand, already has a strong economy whose 
bi 1 
for tapping by California exporters. 
volume, with modest annual increases, grew 
in 1979 to $6.3 billion in 1984. Though 
can sales to Canada are valued at $46.5 million ($22.9 
U.S. sa s to Japan), California accounts for 
7% of the national export volume. California's 1984 
3 bill ranks only fourth among states in two-way 
Canada, far outstripped by Michigan ($8 billion), New 
) , and Ohio ($4.7 billion) • 14 In 1986, 
participating in the International Exposition 
Co and the State should aggresively work with 
to capture a larger share of the Canadian 
INTERNATIONAL AGREEMENTS AND THEIR EFFECT ON CALIFORNIA 
multilateral agreements regulate sales of products to 
s 
nations.. The major systems of international 
govern trade activities affecting California 
Generalized System of Preferences (GSP) which has 
by Congress until July 4, 1993, and the General 
83 
Agreement on 
agreement covering 3/ of 




Generalized System of Preferences 
a trade 
industry is a 
for 
reviews sales to 
The GSP governs agreements by industrialized nations to 
facilitate industrial development in newly developing countries. 
Under the GSP, 3,000 products from 100 countries receive 
preferential import treatment into the United States. To retain 
duty free treatment for a product under the GSP's competitive 
need provisions, instance, the product not exceed 50% of 
the value of u.s. imports of the product. 
A country's eligibi 
than $8,500 and adherence to 
practices related to market access. 
rights and certain 
must be protected. GSP 
as GSP eligib new s in the 
on a capita GNP less 
and other discretionary 
u.s. intellectual property 
zed worker rights" 
ation legislation also bars 
leather-related product 
sector (shoes, , luggage, etc.) 
As originally conceived, the GSP embraced primarily manufactured 
goods, but more and more agricultural products have been added to 
the list. The requirements protesting additions to or 
requesting removal on list are written for 
manufactured products and are poorly suited to agricultural 
commodity production and marketing systems. 
General Agreement on Tariffs and Trade 
The General Agreement on and Trade (GATT) is an 






s are the promotion of 
s 
ffs, and 
for re f. 
sms 
trading 
, and time-consuming procedure, which 
a filed the International Trade 




1 s as 
complaining industry. 
a scriminatory 
Economic ty (EEC) for 
1 the refusal to grant 





States threat to impose 
pasta brought new 
s and lemons. A 





our major partners 
are not covered under GATT, 
well as formal ff and quota 





taxes for use of domest 
s 
f 
foreign TV programs, and West Germany 
insurance. 
Among the categories o 






1 banking and 
s a quota on 
a monopoly on 
of s followed 
are both 
and barriers which 
are both explicit and non-expl as discriminatory legal 
domestic" restrictions which 
for services provided by 
patent restrictions which open foreign 
requirements for foreign 
give substantial 







Overcoming f resistance 
seeking to protect 
restraints, 
domestic regulatory 
on foreign companies; 
services, including 
s and restrictions on 




lly succeeded in lobbying 
GATT and the 1 
included in the next round of 
to have services 
which should begin in 1986. 
With the development 
the potential for California-based financial 
insurance companies, film-making companies, 
and so forth to penetrate into 













Warsaw Pact, Vietnam, 
the People s Republic of 
sales of and 
1 ses COCOM s 
of demarcation 
and the warming 
western nations. 
COCOM 
3,122 license requests 1984 were for 
on COCOM c lities 
month wa licenses. 
s on 1/5 of the categories 
ists of embargoed products 
att s the PRC and 
COCOM on dealing 
industry, 
ficant stake in expediting export 




Central America. With the 










ject to Congressional 
approval. The U.S.-Israel Free Trade agreement, working toward 
the removal of tari and ff trade barriers between the 
two nations, is another example of foreign policy which may have 
deleterious ef on s. Israel, for 
instance, is a producer of , c , o s, flowers, 
artichokes, apricots and tomatoes, all of which are major 
California commodities. Eventual elimination of tariffs and 
other preferential treatment of Israeli agricultural commodities 
could threaten the export and domestic market share of these 
California products. 18 
Canada and Mexico are also interested negotiating free trade 
area agreements. Since both nations manufacture or grow products 
which could compete domestical internationally with 
California interests and protect their own industries with 
tariffs and subs s, is to provide information to 
federal trade negotiators and monitor the progress of the talks. 
Federal law allows the President to take independent action 
through the United States Trade Representative to gain access to 
markets abroad or equalize trade relations with foreign partners. 
The leverage which the United States could exercise from its 
vantage point as the world's most 
used to great advantage. 
For instance, opportunities st to 
field for 1 commodities 
grown under 
cheaper foreign produce grown 
may jeopardize farmworker 
environment. A 1 
market has not been 
a level playing 
farm commodities 
must compete with 
methods and conditions that 
sa or pollute the 









s compete on a more 
could be applied for 
monetary policies all affect the 
bas been 
performance. 
offers no incentive for personal 
a credit-based lifestyle has 
consumption-oriented society 
rate yields only a limited supply of capital to 
and industrial enterprise. With its 
ral nt competes for this 
investors, cognizant of our need 
1 
stability 
st rates for their 
governmental 
strengthened the dollar in 
currencies. With the dollar's high value, 
a s 
ive overseas and imports are less 
As our s rose, foreign buyers 
or substitutes. The combination 
and cheaper imported 
in our overall trade 
985, isters 
, France, West Germany and Japan 
to toward lowering the value of 
greater monetary equilibrium with other 
currencies. However, to cause a decline, with its 
multitude of interrelated , must be structured 
to prevent price and rate increases. 
Furthermore, a decline alone will not 
repair the American trade imbalance. 
Foreign policy discussions have often negatively altered American 
(and California) trade performance. The agricultural section of 
this report discusses more fully embargoes that caused 
permanent loss of ign customers for California commodities. 
As noted in the previous section, negotiations over COCOM rules 
for the sale of high technology products to communist nations 
become complicated by conflicting interests of the COCOM members 
in balancing military, economic, and diplomatic interests. The 
rate of applications for sales approval delayed millions of 
dollars of business for California firms. 
Competition faced by American producers includes that generated 
by off-shore factories and farms established by American owners. 
Relocation of manufacturers to sites abroad sometimes is 
facilitated by development resulting from u.s. economic aid 
programs. For instance, 26% of the u.s. canned tuna imports carne 
from the Filipino tuna industry establi with financing from 
the u.s. Agency 1 Development. 
Additionally, tuna processors in u.s. territories (American Samoa 
and Puerto Rico) are s on locations developed with federal 
funds, use workers trained with u.s. financial assistance, and 
receive tax advantages under u.s. Federal Government Program 
936, which exempts from federal taxes operations based in U.S. 
t 't . 19 err1. or1.es. 
Federal trade programs are by the United States 
Department of Commerce with district offices in Los Angeles and 
San Francisco. The Department's u.s. and Foreign Commercial 
Service (US&FSC) personnel are overseas embassies a.nd 
9 
s 
us st offices include 






s ss s and 
US&FSC 1 serve the entire U.S., 
affecting a state's interests arises when 










s of Retired 
s by 
s is Export-Import 
Bank. D are 
U.S. equ for major 
are provided to 
The 
of American goods are 
involving 
states charge that Exim Bank 
, and di to the new 
Other dif stem from the 
sses 
has been ordered by 
s to devote more attention to small and medium-sized 
it has 
STATE TRADE INITIATIVES 
In growing recognition of trade importance and spurred on by the 
federal government, state governments stepped up their trade 
activities significantly since the beginning of the decade. From 
1982-1984 under the Reagan administration as part of its new 
federalism, federal officials in a program called SAFE (State 
Agenda for Exports) visited state officials and agencies to 
encourage and facilitate local initiatives to promote trade. 
William Brock, while serving as the United States Trade 
Representative, told the National Conference of State 
Legislature's trade task force to 8 ••• move as aggressively as you 
can ••• • on export opportunity internationally. 21 
In 1984, 46 states spent an estimated $27.7 million on 
international trade programs. Most programs are geared toward 
small and medium-sized businesses and potential exporters though 
assistance and information is available to firms of all sizes. 22 
State trade missions, trade shows, and fairs total more than 300 
for 34 states, including California, during the 1980-85 period. 
In addition to the exhibitions and missions, among the most 
common trade promotion efforts are overseas trade investment 
offices and public/private trade advisory councils. Export 
financing assistance targeting small and medium-sized firms have 
been established by 14 states. 
Export trading companies, a concept that has been developed to 
full potential by Japanese and some European nations, are 
being considered. North Dakota, which owns a state bank, flour 
mill and grain elevator, has developed a publicly-backed, 
privately-funded export trading company for the State's 
agricultural products. In an example of interstate cooperative 
activity which s other promotional programs, the 
Ports of New York and New Jersey are authorized to jointly 
develop an export trading company. Similar slation for 
creation of 
enacted by Mississ 
companies by public entities has been 
, New Je , , and Virginia. 
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s under the 
Act of 1982 has not been without problems. 
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t management 
1 the need for public 
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$ 00 mil 
se state 
serve the region. 
center under consideration. 
s programs to assist 
s their academic curriculum on 
1 centers were created 
at sity of Washington, and for 





and overseas offices 
as well as Asian capital. By 
, p and equipment 
and accounted directly for 







about the total 
Not i or understood 
abroad 
foreign investment over 
Data from the Bank of Japan 
long-term capital outflows 
b
., 
~J. its net 
1980 to over $27 bil 
ventures. increase in 
dramatic. s 
that through the end of 1984, 
was approaching $18 
s jumped front less than 
1984. 25 From ss than 
$5 
llion 
$15 bill in 1980, 's net asset lio grew to 
a total of $80 billion by 1985. In contrast, during that same 
period, U.S. foreign assets fell from mere than $100 billion to 
under $40 billion, after at more $150 billion in 
1982. 26 In 1985, more $3 billion of companies and 
properties in the United States, 91% of trade, 
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1981 1982 1983 
• Net Japanese Foreign Assets 
I 
I 
Net U.S. Foreign Assets 
Net Japanese Foreign Bond Purchases 
Net Japanese Long Term Capital 
Flows To Other Nations 
______ .,.. _____ • __ ... Japanese Direct Investment In U.S. 
1984 1985 
Sources: Business Week · April 8, 1985 
Wall Street Journal· Aug. 1985 
Wall Street Journal 29, 1985 
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and the changing 
industrial nations, 
must be given to inward investment for its 
for the and national economy. 
not 
relationships may affect 
remain to be examined. More 
on the source of the investments 
data on companies and industries, locations, 
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Pro Tern of 
The remaining 
Commission (WTC) 





1, a body of 20-40 people which 
of the Departments of Commerce 
and Food and Agriculture, the Superintendent of Banks, and two 
members of each of remaining council 
members are 
Since its inception, WTC has interpreted powers to 
include working with the California Congressional delegation and 
communicating with of s on export and trade 
issues which affect ifornia interests. In response to 
Assembly Concurrent Resolution 48 (1983) , which charged the 
Commission to give high to , the WTC has 
been particularly with the agricultural trade sector, 
spending considerable time and e developing information 
on trade-related sues and Washington on federal 
farm and other 
Commis 












Californian host, on 
trade officials. 
a $2 million 
zed 
their export sales. 
Office the WTC, the 
program helps secure and s loans up to $350,000 per 
export transaction. The federal financing 
programs by covering risks not normally eligible from other 
sources and extends the loan of the applicant beyond 










1 exports 11 
Statutes f 1 8 
regulations 
examined the 
6 8, Bronzan) . 
As Norman Waters establishes 
Program for 
program which 
s not covered by the federal market 
$2. l must be matched by 
WTC are the creation of 
program and a California export 




s. Results of the 
deal of discussion 
, primarily selection of London as 
overseas office location and its emphasis on the 
investment. Current legislation and the 
overseas off s ll this subject 
of the Legislature in 1986. 
3 1591) ss re of 
tax create a California Of of Trade 
Office of Export Promotion. The two 
programs funded revenues collected 
s e~ge establi as an alternative to 
of 
9 
, the World Trade 




WTC is an independent, 







'over which he has no direct As an independent 
commission it has broad powers but litt staff, implements few 
programs, lacks a of law to ster and determines on its 
own initiative state 
public. 
with litt accountability to the 
Partly as a result of its administrative structure and the 
circumstances surrounding the establishment of the WTC, 
California has lacked a coordinated approach to activities for 
enhancing trade performance, despite interest of the 
Legislature, the Admini , and the various sectors involved 
in exportation of California products. Except for the systematic 
attention paid to agricultural trade sues, most of the activity 
involving s exports has been relatively 
haphazard and an inadequate governmental support 
of personnel. 
THE UGLY AMERICAN, 30 YEARS LATER 
The tit of a popular novel by the late political scientist 
Eugene Burdick pub in mid-50s gave birth to the catch 
phrase used to for Americans visiting or 
working overseas to American standards of 
fe 
the 1 of sophi 
the world. Though 
sed since then and American 
tourists and vis abroad, no quite so ugly, have 
developed an understanding and appreciation of foreign cultures, 
the degree of needed for successful business 
operations still limited .. 
98 
ster Ya observed that the entry of 
Japan by their failure to 
documents 
f Commerce in a 
, tells of led siness contacts 
business 
a competitive 
i are frequently based 
losophy, and Japanese, who 
ss s on 
news and ss lications te 1 
s, due to cultural 
bias, with spects in the le's Repub 
Rim World countries and 
EEC. Besides not knowing the language, 
or business culture of the new markets, 
to even appreciate the importance of 
Basin 





by Center a New Democracy, 
a session on strengthening the international 
cussed the need U.S businesses to do more 
i homework marketing their goods 
that of these markets are closed 
standing and appreciation of the 
1 can lead to more success in 
's to be an active part of the 
needs strengthening. Public school students 
economy, political system, or culture, of 
throughout non-English speaking 
industrialized world 
literate in the language. In contrast 
offerings below the high school level 
is 1 
both fluent and 
language 
California are virtually 
or nonexistent. Moreover, 
encouragement for high 
minimum required. 
s to take more than the 
The situation in the State's universities and colleges is equally 
disappointing. In an era of As countries' growing 
influence and importance in the wor 1984 only 113 students 
(57 undergraduates and 56 graduates) were majoring in Asian 
studies in the entire University of California (UC) systent. The 
data provided by the University also show only 131 majors in 
Asian languages, including linguist No accurate count exists 
of students taking se courses or Asia-related classes offered 
in the social sciences, political science, history, economics, 
sociology or the humanities. 
Figure 9 
WHO'S LEARNING ABOUT WHOM? 
1984 
CALIF. STUDENTS STUDY ASIAN CULTURES 
UC system: 
57 undergraduates in Asian studies 
56 graduates in Asian studies 
131 majors in Asian languages 
39 students in Education Abroad Program 
in four Asian cities 
Total- 283 
CSU system: 
499 FTE* in Asian Culture and Languages 
*one FTE = 6-10 students 
Source: UC legislative Office; CSU Office 
100 
ASIAN STUDENTS IN CALIF. 
2901 non-resident students 
from Asian countries 
4600 non-resident students 
from Asian countries 
year 
uc 
2,901 students from Asian countries were 
State 
were on sas 
versus 39 studying in the UC 
j 
rs 
Kong, Ta n, and 
IS 
program which 
" •.. the internationalization of 
study, 
, and increa the 
11 34 
the Paci 
stem, more than 4600 
Rim; an additional 1700 
students are residents Paci Rim Hations. Fewer 
cou 
FTEs equivalent, which represents 6-10 
were enrol se or Japanese language courses. 
tem, as i 
, a student enrolled as a business administration 
a case study of a multinational or foreign firm, 
a degree in international business without ever 
language courses. The addition of a foreign 
is current under consideration by the 
s li of centers on one or several 
35 s. 
, the president of 
the Lauder 
International Studies at the 
, cites a National Council of Foreign 
s s covering 1690 
s in business during 
17% were courses in international 
from 25% in 1976! Lauder 
13 of 563 iness schools that will 
MBA candidates in 1986 re foreign affairs or 
courses graduation. Also, foreign language ability 
not neces entry the foreign service with the 
36 
10 
In July 1985, the UCLA Center Rim s was 
established to focus on 
issue-oriented manner 
s area 
publication of re 
, sponsorship and 
short-term and 
part-time training mid-career profess ls such as 
journalists, bus ss people, and government officials 
are part of the Center agenda. 
Future developments in the UC a 1 for a $1 
million Univers re program on Pacific Rim 
region. This program will cut across many academic disciplines 
and would include studies in trade, finance, comparative economic 
development, cross-cultural communication and changing technology 
d t 't' 37 an compe 1 1on. 
A promising venture is the School of International 
Relations and Studies being planned for the University of 
California, San Diego, which 11 be the in the UC system. 
The only other fessional school of international relations in 
California, one of three west of the Appalachians, is at the 
University of Southern California. sciplinary studies and 
joint degree programs will of in coordination with other 
UC campuses and professional schools. Students can enroll for 
advanced career or masters or doctoral programs. 38 
DOMESTIC SUBSTITUTION: A Complementary Strategy 
California uses many products, supplies services from out-
of-state industries. In many cases, no inherent reasons exist 
for the lack of California suppliers for these products. Other 




California as a lucrative 
products to our manufacturers and 
102 
A economic development policy for the state must 
the competitive~ess of California business and 
national and global marketplace. An overall 
a of 
in serving the 
consumer, service, and manufacturing interests. 
is a strategy; it requires 
of products and s of out-of-state origin 
on state suppliers. 
major 
intelligence concerning these market niches is 
to the development of local industries 
ich can meet some of our own needs. 
states and localities have identified services which can be 
ed 
areas f 
Regional efforts have been undertaken in some 
State (Southern California, Placer County, City of 
re 
and publicize this kind of information as an 
to existing businesses and new 
As a strategy which promotes opportunities 
barriers to sales from present out-of-state or 
, domestic substitution can increase California 
activity and complement public and private efforts to 
sales domestically and internationally into new markets 
niches. 
an example of a state industry with potential 
According to the California Pork 
, 97% of the State's consumption of fresh 
s is imported from other American states. 
tate's two processors of pork products buys no 
, and the other can obtain from within the State 
one- fth of its production needs. 39 The generally 
of high feed costs is being met with current 
innovative uses of agricultural byproducts. 
, which is in California supply can be 
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sectors economy in the face 











component of the 
manufacturing sector 
economys fit 
toward the goal of improving 
must be inclusive of a wide 
Rim, which includes the 
and in Latin America as well as the 
State's position at the hub must be 
104 
strengthened; particular emphasis should be paid to economic 
re with the Asian Pacific economies, whose lesser members 
Japan are showing strong industrial growth and will join 
as major p on the international scene. 
105 
to 1984. 
2. United States 
Administration 198 
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POLICY RECOMMENDATIONS: Trade 
ion of ifornia's goods, commodities and services shall 
a primary goal of the state's trade policy. The State shall 
trade wi a mix of programs and actions that develop 
potential, expand funding opportunities, influence federal 
s affecting California trade, and facilitate international 
1 exchange. Particular attention will be focused on 
of the Pacific Rim, especially the rapidly developing 
As economies. 
POLICY: Pursue a focused trade policy for California with an 
emphasis on promotion of export of California products and the 
international competitiveness of California industries. 
Implementation Recommendation #1: Establish within the Business, 
Transportation and Housing Agency a strong administrative 
structure which will ensure the coordination of state programs 
re to the competitiveness of our industries, monitor 
overseas developments on trade issues in cooperation 
Wor Commission, the Department of Food and 
culture and other state agencies with trade responsibilities. 
should also establish an active California presence in 
to work the Administration and Congress in 
of the interests of California's industrial 
ss and expansion of our export opportunities. 
Implementation Recommendation #2: Expand California's current 
program with additional funds, adding provisions 
for conditional removal of the loan guarantee cap, and develop 
new programs with matching fund requirements for larger contracts 
Program targets should continue to be small, 




for services and 
As 
medium-sized 


































sufficient and experienced staff familiar with 
languages, business community, culture, and governments 
Cali and its market(s), is necessary. The overseas 
counsel California firms in their dealings abroad and 
contacts, accessing supplier and distributor 
, translating documents, arranging facilities, developing 
necessary foreign infrastructure, enhancing cultural 
standing, and monitoring market and governmental 
deve to provide commercial intelligence to businesses and 
domestic trade office. 
Implementation Recommendation #2: Given California's volume of 
trade with and economic development of the Asian Pacific region, 
t of the overseas offices should be located in Tokyo, 
With credible domestic data and overseas market 
lligence, additional offices should be opened in a second 
Fac location (outside Japan), Europe, Canada and Latin 
POLICY: Increase the emphasis on global affairs in our 
system to prepare California citizens for living and 
working in a global economy. 
Implementation Recommendation #1: Expand support and funding of 
AB 2543 (Farr, Statutes of 1985) to provide articulated global 
s curriculum as developed by Stanford University throu~hout 
K-12 public school system. 
Implementation Recommendation #2: Further integrate language, 
, and international affairs courses into business and 
curricula in the State's higher education 
Implementation Recommendation #3: Establish international 
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s. The industries that will sustain the next 
of America's economic revolution will necessarily 
based on a skilled, flexible, less hierarchical 
of work." 1 
With technological changes and the decreasing cost of 
telecommunications, California must maintain a skilled literate 
force or face losing much of its employment in service 
s t.o other states or nations. Currently, employers in 
the United States spend at least $40 billion annually on training 
employees. They are increasingly willing to move to other 
states to save training dollars required for basic education of 
entry level employees. 
Bus ss leaders have made it clear that they want high school 
graduates with a command of English; the capacity to reason and 
solve problems1 the ability to read, write, and compute; an 
tanding of science and technology; the ability to interact 
, and positive work habits and attitudes. 
THE NEED 
still boasts a well-educated and skilled workforce 
compared with the rest of the nation. However, recent 
demographic projections indicate that California must make 
1 investments to upgrade its adult education and K-12 
order to remain competitive with other states: 
0 90% of the workforce in 1990 and 75% for the year 2000 are 
already out of school and in the workforce. Yet, the 
Department of Education found that 25% of California's 
s were functionally illiterate. 







adopted now adult education, 












4 % Hispanic 
our 




its workforce .. 









ts of a strong 
2 
's population will approach 32 million in the year 
seven million increase represents enough people to 
turn Sacramento into a city the size of Los Angeles. 
s turn of the century, California has been one of the 
stest growing states in the Union. California exceeded the 
1 rate 14% in the 1960's, and by a narrower 7% in the 
1970's. Demographers continue to project a more rapid growth for 
State's population than for that of the nation. 3 
policymakers are already wrestling with the current 
of aging infrastructure, gridlock on major metropolitan 
of affordable housing, air pollution, raw sewage 
bays and rivers and contaminated water supplies. If state and 
s are not able to address these current problems, 
lity of life in California will deteriorate with the 
j increase in population. 
It may be because of these problems, particularly the lack of 
affordable housing, and the high State unemployment rate in the 
1970's that the migration from other states to California 
d net in migration from other states has increased 
early 1980's with the better educated still apt to move 
, but with lower paid workers apt to leave. 
Where Growth will Occur 
Los Anqeles/Lonq Beach-Anaheim Standard Consolidated Areas 
(SCA) projected to qrow by 3.5 million persons from the year 
4 1980 to the year 2000. However, since this is not the fastest 
area State, its percentage of the State's 
lation will decline slightly. The greatest percentage growth 
































The Ten Largest Counties in California in the Year 2000 10 








































Majority of Minorities in the State by the Year 2010 
B 
of 
a state in which current minorities will be the 
orities by the year 2010. 11 
j that Non-Hispanic Whites will constitute 52.4% of 
, Hispanics 28.5%, Asian and Others 11.7%, and 
7.4% by the year 2000. By the year 2010 the Non-Hispanic 
will become a minority group when its percentage 
drops to 47%. 
12 
in the Hispanic population will double from 4.5 
in 1980 to a projected 9 million in the year 2000. 
As represent the fastest growing group with an increase 
the same period from 5.6% to 10.6% of the total 
















more influenced by 
"pull" factors 
1 to 128 
age structure 
as Mexico 
1 occur even 
2 9 i unemployed 
over one 
unemployment and 
$3.17 per day 











Scientific American, September 1980 and the 1980 Census 
A recent report describes a model of Hexican immigration which 
takes into account the divergent finding of prior studies based 
different data. 
The model postulates stages of Mexican immigration beginning with 
term immigrants, largely single young men, who return to 
reside at the border region of Mexico as soon as they earp 
sufficient income. Cyclical immigrants secure more permanent or 
seasonal employment and return regularly to their homes and 
in Mexico. The third group is permanent immigrants who 
families to live with them. 17 
Ca a already has the largest percentage of foreign-born 
res s in the nation, with 3.5 million persons or over 15% of 
. 18 19 s total 1980 populat1on born in a foreign country. ' 







66.3%, Japanese 28.4 
Vietnamese 90.5% of 
States22 
The compos 






United States. Filipinos and 





.4%, Korean 81.8% and 
s of the United 
1 over time 
immigration to the 
se are projected to be the 
2000. 23 
California, with its foreign born population and its increasingly 
ethnic population, uniquely positioned to interact with the 
countries of the Pacific Rim. In order to increase the 
competitiveness of the State's products, we must better 
understand our existing and potential export markets. California 
needs to educate in the language and cultures of the 
Pacific Rim. and their children can be a source for 
California s emissaries .. 
JOBS 
There will be 15.7 California by the year 1997. 24 
That is an stest growing 
sectors 11 25 
The high rates o j is attributable to 
The largest number of jobs j U.S. between 1984 
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1 clerks are 
reductions reflect 
However, r j are among the 
paying j Most of the new j s are 
percentage growth as projected 
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Physical Therapists 42.2 
Phys ians Assistants 40.3 
These occupations not re greatest growth in the 
number of jobs because such a small portion of the labor force 
currently works in category. These occupations require 
specialized educational degrees or specific skill training. The 
occupations related to computers (system analysts, programmers, 

















from 1983 to 2005. 
manu 
additional 100,000 j 
Although manufacturing 
employment Cali 
State because of 
described in the SRI 
i 
are among the occupations with 
are loyed 4 of 7 sectors: 
government. Manufacturing 
high-wage sectors whose share 
26 
D 
others are in finance, 
, and 
j which fuel the 
in California 
ected growth of 
ified manufacturing 
ected to generate an 
only 17% of the total 
cr to the economy of the 
s generates as 
percentage of 
s Ca is 
obs rea sed 
and 
to line as a 
of 
of new 
of Area Government 1 s (ABAG) ana sis of 
1970's identified bus ss serv s as the 
of the s sector. It increased at 
s overall 
total sector employment. 
overall expansion of the "high tech" 
sector. Business services include advertising, 
s, processing services, computer 
and development laboratories and support 
d . b . 29 ren er1ng to us1nesses. 




Bay Area is 
ss services" 
near one new job out of 20 in the U.S. 
1984. This sector is growing nearly four times 
tot a s in 30 
service sectors, such as retail trade, contain a 
all 
of low wage jobs. Five out of the thirteen 
the most new jobs are in this sector. The 
retail trade in the U.S. in 1984 was $5.94. 
this sector were between 16 to 19 years old 
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16% of t workers emp 
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sectors and the small but 
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concern that our 
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new 4 s 
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for the emergence 
wage earner households as 
of living. 
The Urban Institute's analysis of Los Angeles area in THE 
FOURTH WAVE describes a employment system--a tier of 
better paid workers and a tier of very 
low-paid immigrant workers. 
The study found 
manufacturing jobs 




other sectors of 
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In 
rapidly in Los 




Ange s had high 
households one 
few households 
s rose as 
s than 
immigrants with low levels 
production industries, such 
relatively low-wage industries such 
hotels. By contrast, in 
immigrants were 
st or faster than the national 
1 rose 9% more 
rest of the nation between 1972 
s to an expansion of 
ls and increased 
lds were excluded, Los 
upper-middle income 
, and had relatively 
s or workers low-wage 
occupations. When of 
included, the income structure was s 
immigrants were 
to other metropolitan 
areas. 
1 
to area s advantage 
to modestly increase profit margins. In 
s restaurants ces 
re se e 
s for other and did not 11 
As had been the case earlier immigration 
s wages low-skil more jobs 
manu sectors lining employment 
1 j s 1 te-collar s 
Los Ange s to complement 1 production 
so found that one half of recent immigrants to 
sett in Los Angeles County; the majority of recent 
were undocumented. the 645,000 jobs that were 
les County between 1970 1980, recent 
one-third, whi other recent immigrants 
more than a 34 
s 
, one of San Francisco Bay Area, suggests 
upon high techno also to a 
the Bay Area's total employment was 
to 1982 
7 % and 
It s favorably with u.s. 
35 's growth rate of 105%. 
jobs in Bay Area, some 195,000 jobs 
of e s instruments 
se three employment categories 
1 the manu activities in the Bay 
se high tech jobs, the manufacturing sector 
grown. By contrast, s les area 








The Bay Area, wi 
electronics, 
the same position 
changes in the e 
on the entire 
reopening of 





manufacturing, is in 
auto industry. Major 
found impact 
ification. The 
in Fremont is a step 
Sixty-three percent of new j Bay Area from 
1962-1982 were in sector 1 trade, finance, 
insurance and real estate ) . This is somewhat less 
se sectors. As stated above, the than the national 
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is Area than 
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the growth rate 
s, ABAG est s that 50% of 
occur those service and 
80% of the employees will 
a (i.e. 80% 
and only 20% will earn 
be 
one of the highest in the 
l decrease in real 
concern. 
force projected to grow to .5 million 
i an f 5.8 1 s 
50 se in a 20 
is current population, 
the increased participation of women in the 
e s also assume there be new 
11 more slowly than in past years and 
baby boomers. The fastest growth will occur 
, the resu of baby boomers and 
this category. force will 
fornia than nation. 
1995 the u.s. youth population (16-24 year olds) 
to On a national level this may mean that 
ss demand level 11 depend upon "at 
In Cali , the force part ipation of the 
6 2 o 11 decl 24.8% to 17.7% of the 
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sticated service and knowledge-based 
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compared with other 
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1990 as workers with 
less education retire. This might occur in California but it 
will be o by 
Blacks, who will become 36% o 
unless measures are adopted 
educational achievement of 
children, and Blacks. 
1 s and 
by the year 2000 
to increase the 
immigrants and their 
For example, in 1981, 1 out of 5 men 25 years or older in the 
u.s. labor force a 1 diploma, and 1990 the 
corresponding is projected to 1 out of 7; the 
proportion of women 25 or o the labor force who lack 
a high school dip is projected to drop by 1990 from 1 out of 
6 to 1 out of 10. 45 
In 1983, 82.2% 
older) had at 
achievement 
29.4% of the 







ADULT EDUCATION AND TRAINING 
With an estimated 90% of 
of the workforce 0 
education and retraining of the 
These percentages may be 
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A 1981 an 
estimated 21 mil 
courses. However courses were taken by 
a are ls 
literate. 50 In , 80% of courses were taken to 
improve or a current j On one-half million were 
taken by individuals proposing to enter new occupations. 
The National Cowmission on concluded 1) that 
adult training and are among those who are 
already doing re well in the labor market; 2) that most 
adults in the labor force are able to obtain employment; and 
3) that a significant number of individuals, concentrated among 
Blacks and Hispanics, face serious unemployment problems. 
They supported 
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Access to education will allow 
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The changing ethnic 
impact on the State's 
and adaptable 
of State 
an educated, skilled 
identify and expand programs which 
immediately to 
increase the educational 
underachieving Non-Hispanic achievements of 
Whites .. 
Attrition Rate 
The attrition rate Ca fornia's school c ss of 1984 was 
30%. 53 California ranked 34th in nation nits graduation 
rate as measured by attrition. 5~ California's attrition rates 
varied great by ethnicity at 15% for Asians, 25% for 
Non-Hispanic Whites and 43% for Blacks and Hispanics. 55 Even 
though a higher of minorities dropped out, there were 
more Whites who dropped out of the C ss of 1984. These rates 
were not adj the who later returned to 
continuation or adult 56 
A recent study of 1980 census data on Mexican immigration 
that, contrast State Department of Education 
rates 
de I 
Hispanics a high 
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State average for 
school, when enrollments for 
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Employers Push for Reform 
In reaction to the 1 of achievement for 
high graduates rel on a pool of "at 
risk" youth entrants force, employers began to 
specify the characteristics want in entry 1 high school 
graduates. Employers want high graduates who have a 
command of English~ the capacity to reason and problem 
solve~ are able to , write , have an understanding 
of science and technology; are able to with others and 
possess positive work habits and attitudes. 60 
These characteristics do not include any vocational education per 
se, except to the extent that work experience may lead to 
positive work habits. The tendency of s to track students 
who have not mastered ic academic skills into vocational 
education probably reduced the employability of vocational 
education students as a whole. Consequently, technical skills 
taught in the vocational education curriculum are not valued by 
employers. 
The National Commission on ion Policies found that 
vocational educat 
responsive to 
vocational schools and 
Employers in Cali 
Bus 
K-12 , 
comprehensive high schools has not been 
skill requirements, when compared to 
special vocational high schools. 61 
also have similar views about entry level 
, reacting to their findings of 
a rna or re of the K-12 program in 
SB 813 of 1983 order to secure better qualified entry level 
workers. These reforms established graduation requirements, 
increased the 1 day/year, e the mentor teacher 
, set model s 
training for administrators, 
and provided additional funding 
137 
leadership 
zed specialized high schools, 





The reform measures SB 3 are Pittsburgh 
Model. 
There is must to 
address reforming our K-12 recommendations of the 
California Commission on the Teaching Profession should be 
supported, particularly the ones which recognize the need to 
restructure teaching careers, to estab sh rigorous professional 
standards and to s as a more productive 
workplace for teachers and 
SCHOOL ADMINISTRATORS 
Studies of ef ss con stently conclude that the 
principal's abi to exert leadership is essential creating 
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POLICY RECOMMENDATIONS: Human Resources 
POLICY: Assure basic education and vocational training are 
available for the educationally disadvantaged, unemployed, and 
those seeking occupational mobility. 
Implementation Recommendation #1: Fund adult education and 
1 educational courses so that the educationally 
disadvantaged, unemployed, and those seeking occupational 
mobil are provided with basic skills (including literacy 
training) required of entry level high school graduates. 
Adult education should be integrated with industry specific 
if sible. If not, basic skills should be the first 
step of a program which provides industry specific training. 
1 education component should provide upward mobility 
Implementation Recommendation #2: Expand adult education courses 
which have the following features that have been found to be 
effective: open entry - open exit, competency based programs, 
computer assisted instruction, flexible programming, 
formance based instruction and evaluation and job training at 
iness/industry sites. 
Implementation Recommendation #3: Expand the literacy outreach 
encourage linkage with the adult education system. 
POLICY: Provide access for new entrants and the unemployed to 
industry specific training and provide retraining to workers who 
















Implementation Recommendation #2: Support inservice training 
programs for teachers which are consistent with the Pittsburg 
Research-Based Instructional Supervisory Model. 
POLICY: Integrate computers, videos and other technologies into 
the school instructional program in grades K-6. Students should 
be advanced based upon performance. 
Implementation Recommendation #1: Provide funding for model 
schools on a competitive basis to school districts, particularly 
in the central city with large minority populations, to develop 
school instructional programs where such technology is 
integrated. 
The goal is to develop and test such integrated school 
instructional programs beginning with kindergarten. The 
instructional programs should be restructured to: 
0 allow more efficient management of classes; 
o permit students to learn at their own rate; 
0 identify and immediately correct learning problems 
that a student may be having; 
low teachers to spend more time with individuals 
small groups; and, 
0 allow teachers to broker the most appropriate 
media for the presentation of information for each class. 
The integration of the computer in the school instructional 
program should be structured so that there is early 
identification and correction of learning problems. The program 
should assure that students proceed after the successful learning 
of set of tasks. They should not be passed without 






















POLICY: Assure that schools are administered by capable 
superintendents, principals and administrators. 
Implementation Recommendation: a) Implement a valid performance 
based evaluation of candidates for an administrative credential 
conducted by an independent agency or the State Commission on 
Teacher Credentialing, b) require continuing evaluation of 
credentialing requirements, c) increase in-service leadership 
training, as well as training in personnel and budget management 
for administrators, and d) encourage mentor relationships between 
successful administrators in the private and public sectors. 
POLICY: Increase the number of Californians who are able to 
speak foreign languages and understand cultures, particularly 
those of the Pacific Rim countries. 
Implementation Recommendation #1: Offer foreign language courses 
and laboratories for Japanese, Chinese and Spanish in high 
school. 
Implementation Recommendation #2: Provide scholarships and work 
study to college students who learn a foreign language such as 
Japanese, Chinese, or Spanish. Provide additional support to the 
study abroad program. 
Implementation Recommendation #3: Develop centers for 
translating foreign (Japanese) business and scientific documents 
on some of the University's campuses to provide students with 
pertinent work and to provide the public and private sector with 
information on technological developments. As an adjunct to 
these centers, establish a fee-based program for translations of 
sc , technical, regulatory and legal papers for the 






































The Council should establish procedures for reviewing, awarding, 
and monitoring research grants in the identified areas. 
The Council would administer a research fund to be established 
with state General Funds. Every attempt should be made to secure 
matching funds from the federal government, the private sector, 
and universities. 
POLICY: Encourage the development of flexible manufacturing 
systems. 
Implementation Recommendation: Pursue establishing a model 
facility in California with the U.S Department of Commerce. 
Evaluate the feasibility of expanding the model by the private 
sector. Review the need for any governmental incentives or 
deregulation, if private sector development of such facilities 
prove infeasible. 
POLICY: Enhance the transfer of technology between the State's 
research institutions and national laboratories and the private 
sector. 
Implementation Recommendation #1: The University of California 
should develop a computerized bibliography of research papers and 
on-going projects in all scientific and technical areas. This 
formation should be provided to the private sector so that 
basic research can be fully explored for further applied 
research. 
Implementation Recommendation #2: The University should 
establish a Technology Extension Service. The Service would 
a) broker requests for information from the private sector with 



















as 1 as 
As o resource 
support programs for major commodities, it becomes imperative for 
ifornia to take a lead role in ensuring the 
health of the State's agriculture industry. The significance of 
export market further demands the State's attention, 
particularly in the formulation of federal policy and trade 
agreements. 
POLICY: A primary goal of the State's agricultural policy shall 
be to enhance the domestic and international marketing of 
California's fresh and processed agricultural products. In 
promoting exports of farm commodities, attention must continue to 
given to the 80% of California's production which is sold 
stically. 
Implementation Recommendation #1: Give priority to applied 
research by the University and state related agencies on the 
development of new consumer products, new uses for commodities, 
and processing technologies which will increase sales and enhance 
marketability of California commodities. 
Implementation Recommendation #2: Give higher priority in the 
allocation of state financial resources to projects which have a 
market orientation 1 conserve the resource base of agriculture, or 
t the public health and safety. Require an educational 
component which ensures the distribution of research findings. 
Implementation Recommendation #3: Conduct research and 
sseminate information on the agricultural marketing systems to 
expand options for small and medium sized growers. The 
University's Cooperative Extension should increase the marketing 
expertise of its staff by developing forecasting techniques and 
lls. Data collection and analysis of markets should be 


























Recommendation #3: The Cooperative Extension 
make available coordinated analyses of research 
ls, cropping patterns, water content, and other 
relevant to decisions on irrigation systems and 
1 practices which can minimize environmental 
costs ze agricultural entrepreneurship. 
POLICY: Encourage improved communication and linkage between 
sectors and interests involved in California for greater policy 
input. 
Implementation Recorr~endation #1: Facilitate the development of 
lit of agricultural producers including specialty crop 
meets regularly to advise the Legislature on 
and other agriculture issues. 
Implementation Recommendation #2: Sponsor under the State aegis 
b 1 conferences to facilitate and encourage communication 
1 s between policy-makers, production farmers, 
ssors and packers, technology interests, consumers, 
1 s, and others with specific or general 
s s agriculture. 
TRADE 
of California's goods, commodities and services shall 
1 of the state's trade policy. The State shall 
a mix of programs and actions that develop 
, expand funding opportunities, influence federal 
pol s affecting California trade, and facilitate international 
coromerc 1 exchange. Particular attention will be focused on 
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of California's export potential 
logistical assistance. 
Establish California Overseas 
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commitment, evinced vli th substantial 
staff familiar with 
ss community, culture, and governments 
(s), is necessary. The overseas 
1 counsel Cali firms in the dealings abroad and 
contacts access distributor 
s, developing 
structure, 
market and governmental 
1 intelligence to businesses and 
G California's volume of 
of the Asian Pacific region, 






















documents on some 
pertinent 




POLICY: Assure that basic education and vocational training are 
available for the educationally disadvantaged, unemployed, and 
those seeking occupational mobility. 
Implementation Recommendation #1: Fund adult education ana 
vocational educational courses so that the educationally 
disadvantaged, unemployed, and those seeking occupational 
mobility are provided with basic skills (including literacy 
training) required of entry level high school graduates. 
Adult education should be integrated with industry specific 
training, if possible. If not, basic skills should be the first 
step of a program which provides industry specific training. 
The vocational education component should provide upward mobility 
for the participants. 
Implementation Recommendation #2: Expand adult education courses 
which have the following features that have been found to be 
effective: open entry - open exit, competency based programs, 
including computer assisted instruction, flexible programming, 
performance based instruction and evaluation and job training at 
business/industry sites. 
Implementation Recommendation #3: Expand the literacy outreach 
program and encourage linkage with the adult education system. 
POLICY: Provide access for new entrants and the unemployed to 
industry specific training and provide retraining to workers who 
may be displaced by changes in technology or in the economy. 
Implementation Recommendation #1: Expand the capacity of the 
Community Colleges, the Employment Training Panel and other 
public and private training institutions to implement industry 














POLICY: Integrate computers, videos and other technologies into 
the school instructional program in grades K-6. Students should 
be advanced based upon performance. 
Implementation Recommendation #1: Provide funding for model 
schools on a competitive basis to school districts, particularly 
in the central city with large minority populations, to develop 
school instructional programs where such technology is 
integrated. 
The goal is to develop and test such integrated school 
instructional programs beginning with kindergarten. The 
instructional programs should be restructured to: 
o allow more efficient management of classes; 
o permit students to learn at their own rate; 
0 identify and immediately correct learning problems 
that a student may be having; 
0 allow teachers to spend more time with individuals 
and small groups; and, 
0 allow teachers to broker the most appropriate 
media for the presentation of information for each class. 
The integration of the computer in the school instructional 
program should be structured so that there is early 
identification and correction of learning problems. The program 
should assure that students proceed after the successful learning 
of each set of tasks. They should not be passed without 
mastering the "basics." 
Funding should be provided for hardware, software, maintenance of 
the equipment, facility space, expertise from consultants, 
training of faculty and release time for faculty to develop and 
test the integrated school instructional program. Joint funding 













rements, c) increase in-service leadership 
, as well as training in personnel and budget management 
strators, and d) encourage mentor relationships between 
success 1 strators the private and public sectors. 
POLICY: Increase the number of Californians who are able to 
speak foreign languages and understand cultures, particularly 
the Pacific Rim countries. 
Implementation Recommendation #1: Offer foreign language courses 
laboratories for Japanese, Chinese and Spanish in high 
school. 
Implementation Recommendation #2: Provide scholarships and work 
study to college students who learn a foreign language such as 
se, Chinese, or Spanish. Provide additional support to the 
study abroad program. 
Implementation Recommendation #3: Develop centers for 
trans foreign (Japanese) business and scientific documents 
on some of the University's campuses to provide students with 
pertinent work and to provide the public and private sector with 
formation on technological developments. As an adjunct to 
se centers, establish a fee-based program for translations of 
scientific, technical, regulatory and legal papers for the 
s and professional community. 
Implementation Recommendation #4: Expand the Global Affairs 
developed by Stanford University and authorized by 
AB 2543 (Farr, Statutes of 1985). 
POLICY: Increase the percentage of domestic students in 
engineering and computer science graduate programs. 
175 
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